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marginal contemporary sacrifice, and that, when there are
relevant future sacrifices, some modifications in that arrange-
ment are required. Let us examine these in detail.
§ 7. The chief of them may be set out as follows. There is
reason to believe that the proportion of their incomes which
very poor people devote to saving, as against consumption,
is, as indeed it must be, very small, and that, as we advance
up the scale of incomes, the proportion saved becomes larger.1
It follows that, even though people, when taxed, distributed
the money left to them among different uses in the same
proportions as before, the collection of a given revenue would
cut down savings more, the more largely the taxes levied to
produce that revenue were concentrated upon the upper strata
of incomes. Moreover, as was observed in § 1, as a matter of
fact people, when taxed, do not distribute their cuts in equal
proportions among all ways of employing money. The income-
elasticity of their demand for some things is larger than for
others. For savings it is probably very large. They save
what is left over after their normal standard of life, a fairly
rigid thing, has been satisfied. It'follows that, when taxation
is concentrated upon the higher strata of incomes, the cut in
savings will be even larger than a calculation based on the
comparative proportions in which different classes save sug-
gests.2 This means that taxation can only be distributed in
accordance with the formula of equimarginal contemporary
sacrifice at the cost of contracting the annual volume of new
savings, and thus, in so far as individual savers invest and do
not hoard or allow other people to consume their savings,1*
1	Cf. my Employment and Equilibrium, part ii, ch. vi.
2	In applying these general considerations to the special case of Croat
Britain it is essential to bear in mind that a very largo part of t/ho country's
annual savings is provided through additions made by joint-stock companies
to their reserves out of undistributed profits, which are subject to tho standard
rate of income tax, but not to sur-tax.   The White Paper (Cmd, 6520), 1044,
estimates that in 1938 net personal savings amounted to £168 million and
net impersonal savings — somewhat wider than undistributed profits — to
£170 million (pp. 11 and 29).
8 It would be wrong to infer that this qualification is unnecessary on
the ground that, with the definitions ordinarily employed (cf. Employment and
Equilibrium, part i, ch. iii), aggregate savings and aggregate investment arc
necessarily equal, so that it is impossible for any net savings to be hoarded.
This is so. But it is only so because, when one man saves more than ho
invests and thus — apart from transferring the balance to be invested by
somebody else — hoards it, somebody else's income and, therefore, somebody
else's excess of income over consumption, i.e. saving, is reduced to a

